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For&an&explanation&on&how&to&read&this&report,&please&visit&the&FLA&website&here.&
Company!Comment:!New&Era&terminated&its&relationship&with&this&factory&in&2012.&In&2012,&this&factory&was&
among&the&lowest&performing&vendors&across&all&of&New&Era's&functional&areas.&In&evaluating&New&Era's&
sourcing&strategy&against&business&demand&and&standards&of&quality,&compliance,&and&delivery,&the&company&
made&the&decision&to&discontinue&working&with&this&factory.&Once&the&decision&was&made&to&phase&out&of&the&
factory,&New&Era&began&decreasing&orders&with&the&factory&over&several&months&and&ensured&that&the&
company&plan&of&action&from&its&2011&annual&audit&was&verified&as&completed.&In&September&2012,&New&Era&
officially&notified&the&factory&that&it&was&terminating&the&relationship;&as&part&of&the&termination&process,&the&
company&informed&them&that&it&would&conduct&an&audit&of&the&factory.&The&company's&internal&compliance&
staff&conducted&the&final&audit&and&concluded&that&wages&were&being&paid&onTtime&and&in&compliance&with&
legal&requirements.&The&audit&also&included&contacting&former&employees&to&ensure&that&they&were&not&owed&
any&outstanding&payments&after&leaving&the&factory.&At&the&time&of&this&audit,&the&factory&was&producing&
orders&for&other&customers&and&New&Era&had&no&remaining&production&in&the&factory.&There&was&sufficient&
evidence&to&conclude&that&the&factory&would&remain&in&operation&and&that&workers&had&not&been&retrenched&
as&a&result&of&New&Era's&reduction&of&orders&and&termination&of&business.&&!
COMPANY:&New&Era&
COUNTRY:&China!
FACTORY!CODE:&2700151201I&
MONITOR:&Openview&Service&Limited&
AUDIT!DATE:&November&4T5,&2010&
PRODUCTS:&Baseball&Caps&
PROCESSES:&Cutting,&Embroidery,&Sewing,&
Ironing,&Packing&
NUMBER!OF!WORKERS:&332&
&
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Wages,!Benefits!and!Overtime!Compensation:!Holidays,!Leave,!Legal!Benefits!and!Bonuses!!
WBOT.5&Employers&shall&provide&all&legally&mandated&holidays,&leave,&benefits&and&bonuses,&such&as&
official&holidays,&annual&leave,&sick&leave,&severance&payments&and&13th&month&payments,&to&all&eligible&
workers&within&legally&defined&time&periods.&In&addition,&all&leave&and&bonuses&shall&be&calculated&
correctly.&(S)&!
!
Noncompliance! & & & &
!
Explanation:!!Based&on&review&of&social&insurance&receipts&for&October&2010,&it&was&observed&that&the&
factory&only&provided&workTrelated&injury&insurance&for&171&workers,&pension,&medical&
and&maternity&insurance&for&46,&and&unemployment&insurance&for&45&workers&out&of&the&
total&332&employees.&Those&62&out&of&332&workers&dispatched&by&the&cooperative&factory&
in&the&embroidering&department&were&provided&by&that&factory&with&pension,&medical,&
workTrelated&injury&and&unemployment&insurance,&but&not&maternity&insurance.&&
Legal&Reference:&Article&73&of&China&Labor&Law&!
Plan!Of!
Action:!!
1.&At&a&minimum,&the&factory&is&required&to&cover&100%&of&employees&with&workTrelated&
injury&insurance.&&
2.&For&the&other&types&of&social&insurance,&we&recommend&that&the&factory&increase&its&
coverage&of&workers&on&an&incremental&basis.&3.&We&also&recommend&that&the&factory&
conduct&training&for&its&workers&on&the&social&insurance&system&and&the&benefits&to&which&
they&are&entitled&under&law.!!
Deadline!
Date:!!
12/31/2010!!
!Supplier!
CAP:!!
1.&At&the&time&of&the&last&audit,&there&are&171&workers&who&bought&the&workTrelated&injury&
insurance,&because&of&the&resignation&rate&(46&workers&quit).&There&has&been&a&15Tworker&
increase,&an&increase&rate&of&9%,&and&there&will&be&about&10&additional&workers&in&
January.&&
2.&We&bought&group&workTrelated&injury&insurance&for&100&workers&in&November&2010.!!
Supplier!
CAP!Date:!!
12/31/2010!!
!
!
!
!
&
&
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&
!
Action!
Taken:!!
1.&The&factory&submitted&documentation&showing&that&all&workers&were&covered&by&injury&
insurance.&&
2.&An&onTsite&meeting&with&factory&management&and&a&records&review&were&conducted&on&
January&21,&2011.&Beginning&in&December&2010,&the&factory&is&now&providing&accident&
insurance&coverage&for&100%&of&workers.&For&the&other&types&of&social&insurance,&the&
factory&has&agreed&to&increase&participation&on&an&incremental&basis.&&
3.&A&full&followTup&verification&audit&was&conducted&on&April&12,&2011&by&the&same&
auditors&who&conducted&the&initial&FLA&visit.&According&to&their&report,&all&352&workers&
were&covered&by&workTrelated&injury&insurance&either&through&government&social&security&
system&or&commercial&insurance&programs.&The&factory&provided&workTrelated&injury&
insurance&for&136&out&of&all&352&employees,&and&granted&pension,&medical,&maternity&and&
unemployment&insurance&to&57&employees.&The&factory&also&bought&commercial&accident&
injury&and&medical&insurance&for&100&employees,&valid&beginning&November&24,&2010,&and&
bought&commercial&accident&injury,&accident&medical&and&accident&hospitalization&
insurance&for&265&employees&on&April&1,&2011.!!
Plan!
Complete:!!
No!!
Plan!
Complete!
Date:!!
!
!
!
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Wages,!Benefits!and!Overtime!Compensation:!Timely!Payment!of!Wages!!
WBOT.4&All&wages,&including&overtime&compensation&shall&be&paid&within&legally&defined&time&limits.&
When&no&time&limits&are&defined&by&law,&compensation&shall&be&paid&at&least&once&a&month.&(S)&!
!
Noncompliance! & & & &
!
Explanation:!!Based&on&the&review&of&payment&records,&and&confirmed&during&the&management&
interview,&it&was&noted&that&wages&for&September&2010&were&not&paid&until&the&audit&day&
(November&5,&2010).&This&violates&both&local&law&and&FLA&benchmarks,&which&require&that&
wages&be&paid&at&least&once&a&month.&&
Legal&Reference:&Article&50&of&China&Labor&Law&!
Plan!Of!
Action:!!
1.&Late&payment&of&wages&is&unacceptable.&Following&receipt&of&this&report,&we&scheduled&
a&conference&call&with&the&vendor&and&factory&to&discuss&the&highTpriority&findings&and&
their&responses.&&
2.&The&factory&was&asked&to&provide&a&root&cause&explanation&for&this&finding&and&a&plan&to&
prevent&nonTcompliance&in&the&future.!!
Deadline!
Date:!!
12/01/2010!!
!Supplier!
CAP:!!
1.&Generally,&we&pay&wages&on&time.&We&have&only&one&instance&of&this&sort&of&
noncompliance.&Sometimes&because&of&the&holidays&the&bank&and&other&institutions&do&
not&conduct&business&at&the&end&of&month,&making&it&inconvenient&for&the&staff&to&deposit&
or&draw&money.&&
2.&We&have&begun&to&pay&the&wages&in&cash.&Considering&security,&we&will&choose&1&day&to&
distribute&the&wage&cash.&&
3.&Per&the&requirement,&we&have&adjusted&the&wage&payment&time;&it&will&now&be&during&
or&before&the&end&of&every&month.!!
Supplier!
CAP!Date:!!
12/01/2010!!
!
!
!
!
!
&
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!
Action!
Taken:!!
1.&An&onTsite&meeting&with&factory&management&was&held&on&January&21,&2011&and&we&
again&reinforced&the&importance&of&onTtime&payment.&We&informed&the&factory&that&
timely&wage&payment&would&be&verified&in&the&next&few&months&in&an&unannounced&
followTup&visit.&&
2.&A&full&followTup&verification&visit&was&conducted&on&April&12,&2011&by&the&Openview&
auditors&who&conducted&the&initial&FLA&visit.&According&to&their&report,&the&wages&for&
January&were&paid&on&March&2,&2011,&which&was&2&days&late&according&to&legal&
requirement.&However,&the&factory&paid&the&wages&for&other&months&on&time:&Wages&of&
February&were&paid&on&March&31,&2011,&wages&of&December&on&Jan&28,&2011,&and&wages&
of&November&2010&on&December&31,&2010.&This&was&based&on&a&review&of&payroll&records&
and&interviews&with&workers&and&management.!!
Plan!
Complete:!!
Yes!!
Plan!
Complete!
Date:!!
12/01/2010!!
!
!
!
Wages,!Benefits!and!Overtime!Compensation:!Premium/Overtime!Compensation!!
WBOT.10&The&factory&shall&comply&with&all&applicable&laws,&regulations&and&procedures&governing&the&
payment&of&premium&rates&for&work&on&holidays,&rest&days,&and&overtime.&(S)!
!
Noncompliance! & & & &
!
Explanation:!!Based&on&a&review&of&payroll&records&from&October&2009&to&September&2010,&it&was&noted&
that&the&overtime&rate&calculation&was&based&on&the&rate&of&the&local&legal&minimum&
wage,&instead&of&on&workers'&actual&wage&for&those&workers&paid&with&monthly&rates.&For&
example,&the&salary&of&1&monthly&paid&worker&was&RMB&1500,&but&the&overtime&payment&
was&calculated&based&on&the&legal&minimum&wage&of&RMB&1100.&
Legal&Reference:&Article&44&of&China&Labor&Law&&
&
&
&
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&
!
Plan!Of!
Action:!!
1.&This&is&a&critical&nonTcompliance&and&following&receipt&of&this&report,&we&scheduled&a&
conference&call&with&the&vendor&and&factory&to&discuss&the&highTpriority&findings&and&their&
responses.&&
2.&We&requested&a&full&and&detailed&explanation&from&the&factory&about&the&nature&and&
extent&of&the&underpayment,&as&well&as&an&immediate&plan&for&back&payment&to&the&
impacted&workers.&&
3.&We&also&requested&the&audit&firm&to&provide&as&much&detail&about&this&finding&as&
possible,&including&whether&piece&rate&workers&(who&are&the&majority&of&workers)&were&
underpaid&or&if&the&miscalculations&only&impacted&monthly&wageworkers.!!
Deadline!
Date:!!
12/31/2010!!
!Supplier!
CAP:!!
We&have&improved&on&this&issue,&which&will&be&shown&in&the&payroll&records&for&
November.&Overtime&rate&calculation&was&based&on&the&rate&of&workers'&basic&wage&
(calculated&according&to&national&legal&work&overtime&provisions).!!
Supplier!
CAP!Date:!!
12/31/2010!!
Action!
Taken:!!
1.&It&was&confirmed&that&only&hourly&wageworkers,&not&piece&rate&workers,&were&impacted&
by&the&miscalculations.&Further,&the&workers&impacted&were&only&those&workers&with&
monthly&wages&higher&than&minimum&wage,&as&stipulated&in&their&labor&contracts.&&
2.&Upon&our&request,&the&factory&compiled&a&spreadsheet&that&included&employees'&names&
and&ID&numbers,&monthly&base&wage&(per&the&labor&contract),&number&of&OT&hours&by&
employee&by&month,&amount&due&by&month,&and&total&amount&due.&The&factory&also&
provided&evidence&that&the&amounts&were&paid&with&a&signToff&sheet&with&employees’&
signatures&and&the&date&the&amount&was&received&by&the&employee.&&
&
&
&
&
&
&
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&
3.&An&onTsite&meeting&with&factory&management&was&held&on&January&21,&2011&to&review&
the&accuracy&of&documents&submitted&as&well&as&evidence&of&back&payment.&As&of&
February&1,&2011,&49&workers&have&been&back&paid.&The&factory&has&also&adjusted&their&
pay&practices&so&that&for&hourly&wageworkers,&OT&wages&are&based&on&the&hourly&wage&as&
stipulated&in&the&workers'&labor&contract,&not&on&the&legal&minimum&wage.&The&majority&of&
workers&is&paid&on&piece&rate,&not&hourly,&and&there&were&no&concerns&with&the&OT&
calculations&for&piece&rate&workers.&We&informed&the&factory&that&ongoing&compliance&
would&also&be&verified&in&the&next&few&months&in&an&unannounced&followTup&visit.&&
4.&A&full&followTup&verification&visit&was&conducted&on&April&12,&2011&by&the&Openview&
auditors&who&conducted&the&initial&FLA&visit.&According&to&their&report,&it&was&confirmed&
that&from&November&2010&the&factory&calculated&overtime&wages&based&on&the&actual&
basic&monthly&wages&or&piece&rates,&whichever&were&equal&to&or&higher&than&the&legal&
minimum&wage.!!
Plan!
Complete:!!
Yes!!
Plan!
Complete!
Date:!!
02/01/2011!!
!
!
!
Wages,!Benefits!and!Overtime!Compensation:!Worker!Wage!Awareness!!
WBOT.22&Employers&shall&make&every&reasonable&effort&to&ensure&workers&understand&the&wages,&
including&the&calculation&of&wages,&incentives&systems,&benefits&and&bonuses&they&are&entitled&to&in&a&
factory&and&under&applicable&laws.&To&this&end,&employers&shall&communicate&orally&and&in&writing&to&all&
workers&all&relevant&information&in&the&local&language&or&language(s)&spoken&by&the&workers,&if&different&
from&the&local&language.&(P)!
!
Noncompliance! & & & &
!
Explanation:!!Workers&interviews&revealed&that&most&of&the&workers&did&not&know&the&policy&on&paid&
leaves,&including&annual&leave&and&sick&leave.&&
&
&
&
&
&
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&
!
Plan!Of!
Action:!!
1.&In&discussing&the&legal&requirements&for&annual&leave&and&sick&leave&with&factory&
management,&it&became&evident&that&factory&management&was&not&familiar&with&the&2008&
Regulation&on&Public&Holidays&for&National&Annual&Festivals&and&Memorial&Days&and&the&
Regulation&of&Paid&Annual&Leave&for&Employees.&We&provided&the&factory&with&the&legal&
references&and&requested&that&they&ensure&that&their&leave&policies&comply&and&are&
consistent&with&the&applicable&legal&regulations.&&
2.&We&also&showed&them&examples&of&sample&policies&and&requested&that&they&conduct&
training&for&their&workers&on&the&holiday&and&annual&leave&entitlements&provided&for&
under&law.!!
Deadline!
Date:!!
!
!Supplier!
CAP:!!
We&posted&the&policy&for&paid&leaves&again&on&the&notice&board&and&arranged&related&
training&for&workers.!!
Supplier!
CAP!Date:!!
!
Action!
Taken:!!
1.&An&onTsite&meeting&with&factory&management&was&held&on&January&21,&2011&to&ensure&
that&our&recommendations&had&been&implemented.&They&have&now&updated&their&
Employee&Handbook&with&the&revised&Annual&Leave&and&Sick&Leave&policies,&posted&them&
in&the&workshop,&and&held&a&meeting&with&workers&to&explain&these&policies.&&
2.&A&full&followTup&verification&visit&was&conducted&on&April&12,&2011&by&the&Openview&
auditors&who&conducted&the&initial&FLA&visit.&According&to&their&report,&the&factory&had&
updated&their&Employee&Handbook&with&the&revised&Annual&Leave&and&Sick&Leave&policies,&
and&they&had&communicated&with&workers&about&that.&Training&records&were&maintained&
well,&while&interviews&with&workers&noted&that&about&60%&of&interviewed&workers&who&
were&newly&recruited&after&February&2011&did&not&know&the&policies&clearly,&which&could&
be&improved&further.&A&total&of&20&workers&were&interviewed&in&the&audit.!!
!
!
!
!
!
!
&
&
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!
Plan!
Complete:!!
No!!
Plan!
Complete!
Date:!!
!
!
!
!
Freedom!of!Association:!Right!to!Freely!Associate!!
FOA.2&Workers,&without&distinction&whatsoever,&shall&have&the&right&to&establish&and,&subject&only&to&the&
rules&of&the&organization&concerned,&to&join&organizations&of&their&own&choosing&without&previous&
authorization.&The&right&to&freedom&of&association&begins&at&the&time&that&a&worker&seeks&employment,&
and&continues&through&the&course&of&employment,&including&eventual&termination&of&employment,&and&
is&applicable&as&well&to&unemployed&and&retired&workers.&(S)!
!
Noncompliance! & & & &
!
Explanation:!!FLA&Comment:&The&Chinese&constitution&guarantees&Freedom&of&Association&(FOA);&
however,&the&Trade&Union&Act&prevents&the&establishment&of&trade&unions&independent&
of&the&sole&official&trade&union&T&the&All&China&Federation&of&Trade&Unions&(ACFTU).&
According&to&the&ILO,&many&provisions&of&the&Trade&Union&Act&are&contrary&to&the&
fundamental&principles&of&FOA,&including&the&nonTrecognition&of&the&right&to&strike.&As&a&
consequence,&all&factories&in&China&fall&short&of&the&ILO&standards&on&the&right&to&organize&
and&bargain&collectively.&However,&the&government&has&introduced&new&regulations&that&
could&improve&the&functioning&of&the&labor&relations&mechanisms.&The&Amended&Trade&
Union&Act&of&October&2001&stipulates&that&union&committees&have&to&be&democratically&
elected&at&members'&assemblies&and&trade&unions&must&be&accountable&to&their&members.&
The&trade&union&has&the&responsibility&to&consult&with&management&on&key&issues&of&
importance&to&their&members&and&to&sign&collective&agreements.&Trade&unions&also&have&
an&enhanced&role&in&dispute&resolution.&In&December&2003,&the&Collective&Contracts&
Decree&introduced&the&obligation&for&representative&trade&unions&and&employers&to&
negotiate&collective&agreements,&in&contrast&to&the&previous&system&of&nonTnegotiated&
administrative&agreements.!!
!
!
!
!
&
&
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&
!
Plan!Of!
Action:!!
1.&The&factory&complies&will&all&local&laws&regarding&Freedom&of&Association&and&the&trade&
union&meets&regularly&with&management.&&
2.&We&will&schedule&a&full&followTup&audit&to&verify&that&the&factory&continues&to&comply&
with&local&law,&that&fair&and&transparent&elections&of&worker&representatives&are&
conducted,&and&that&regular&meetings&of&labor&and&management&representatives&are&
held.!!
Deadline!
Date:!!
!
!Action!
Taken:!!
The&Openview&auditors&who&conducted&the&initial&FLA&visit&conducted&a&full&followTup&
verification&visit&on&April&12,&2011.&According&to&their&report:&There&was&a&trade&union&
under&the&All&China&Federation&of&Trade&Unions&(ACFTU)&in&the&factory.&Worker&
representatives&were&elected&on&December&21,&2010,&and&they&held&meetings&with&
management&quarterly.!!
Plan!
Complete:!!
No!!
Plan!
Complete!
Date:!!
!
!
!
!
&
&
&
&
&
&
&
&
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&
Child!Labor:!Employment!of!Young!Workers!!
CL.6&Employers&shall&comply&with&all&relevant&laws&that&apply&to&young&workers&(i.e.,&those&between&the&
minimum&working&age&and&the&age&of&18)&including&regulations&relating&to&hiring,&working&conditions,&
types&of&work,&hours&of&work,&proof&of&age&documentation,&and&overtime.&(P)!
!
Noncompliance! & & & &
!
Explanation:!!Based&on&the&observation&made&during&the&documents&review,&interviews&with&the&
workers&and&the&management,&it&was&noted&that&the&factory&did&not&arrange&any&health&
examinations&as&required&by&local&law&for&the&4&juvenile&workers&at&the&embroidering&
department.&&
Legal&Reference:&Article&6&of&the&Provision&on&Special&Protection&for&Juvenile&Workers&!
Plan!Of!
Action:!!
1.&As&with&all&findings,&we&requested&that&the&factory&explain&why&the&nonTcompliance&
occurred&and&to&develop&a&preventative&plan&of&action.&&
2.&According&to&the&factory,&because&a&separate&company&ran&the&embroidery&
department,&the&factory&was&not&the&direct&employer&for&the&embroidery&workers.&&
3.&Despite&the&fact&that&a&subcontractor&runs&the&embroidery&department,&we&discussed&
the&need&for&the&factory&to&monitor&the&hiring&practices&of&its&subcontractor&to&ensure&
compliance&with&the&Code&and&local&law,&and&the&risk&to&the&factory&should&the&
subcontractor&not&be&in&compliance.!!
Deadline!
Date:!!
!
!Supplier!
CAP:!!
1.&We&have&arranged&health&examinations&for&all&of&the&workers&in&our&factory.&&
2.&The&Labor&Union&has&asked&the&embroidery&department&to&submit&a&list&of&workers'&
names&every&month.&If&there&are&any&juvenile&workers,&we&will&ask&for&a&health&
examination&and&send&it&to&the&Labor&Bureau&for&approval.&&
3.&There&were&4&juvenile&workers&in&the&embroidery&department,&however,&1&has&
resigned.&The&other&3&workers&received&health&examinations&on&December&16,&2010&and&
the&Labor&Bureau&has&approved&them.!!
!
!
!
!
&
&
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&
!
Supplier!
CAP!Date:!!
!
Action!
Taken:!!
1.&An&onTsite&meeting&with&factory&management&was&held&on&January&21,&2011&to&discuss&
the&juvenile&workers&in&the&embroidery&department.&Since&the&audit,&1&juvenile&worker&
has&resigned,&but&for&the&remaining&3&workers,&their&health&examinations&were&conducted&
on&December&16&and&sent&to&the&Labor&Bureau&for&approval.&Going&forward,&the&factory&
will&maintain&copies&of&personnel&files&for&the&embroidery&dept.&and&monitor&the&
employment&terms&and&regulatory&compliance&with&respect&to&any&juvenile&workers&in&the&
factory.&&
2.&A&full&followTup&verification&visit&was&conducted&on&April&12,&2011&by&the&Openview&
auditors&who&conducted&the&initial&FLA&visit.&According&to&their&review,&it&was&confirmed&
that&there&were&7&juvenile&workers&working&for&the&factory,&and&they&had&been&registered&
with&the&local&government&and&arranged&for&medical&examinations,&as&per&legal&
requirements.!!
Plan!
Complete:!!
Yes!!
Plan!
Complete!
Date:!!
01/01/2011!!
!
!
!
&
&
&
&
&
&
&
&
&
&
&
&
14&
&
NonPDiscrimination:!Recruitment!and!Employment!Practices!(Job!Advertisements,!Job!
Descriptions,!Evaluation!Policies)!!
D.3&Recruitment&and&employment&policies&and&practices,&including&job&advertisements,&job&descriptions,&
and&performance/job&evaluation&policies&and&practices&shall&be&free&from&any&type&of&discriminatory&
bias.&(S)!
!
Noncompliance! & & & &
!
Explanation:!!The&recruitment&advertisement&posted&at&the&factory&gate&revealed&that&there&were&
special&requirements&in&terms&of&gender&and&age&(e.g.&female,&18&to&25,&20&to&40&years&
old).&&
Legal&Reference:&Article&12&of&China&Labor&Law&and&Article&20&of&Provisions&on&
Employment&Services&and&Employment&Management!
Plan!Of!
Action:!!
1.&We&discussed&this&with&the&factory&and&they&agreed&to&correct&it&immediately.&&
2.&The&staff&responsible&were&made&aware&of&why&this&practice&is&considered&
discriminatory.!!
Deadline!
Date:!!
!
!Supplier!
CAP:!!
We&really&neglected&this&aspect&and&violated&the&law.&We&corrected&the&advertisements&
immediately.!!
Supplier!
CAP!Date:!!
!
Action!
Taken:!!
1.&During&the&onTsite&meeting&with&factory&management&on&January&21,&2011&we&again&
reinforced&our&expectations&of&compliance&with&the&Code&provision&on&nonT
discrimination.&&
2.&A&full&followTup&verification&visit&was&conducted&April&12,&2011&by&the&Openview&
auditors&who&conducted&the&initial&FLA&visit.&Based&on&their&interviews&with&workers&and&
management,&visual&inspection&and&review&of&recruitment&advertisements,&they&
confirmed&that&the&factory&had&revised&their&recruitment&policy&and&practices,&and&that&
there&were&no&special&age&or&gender&requirements.!!
!
!
!
&
&
15&
&
!
Plan!
Complete:!!
Yes!!
Plan!
Complete!
Date:!!
01/01/2011!!
!
!
!
NonPDiscrimination:!Medical!Examination!!
D.11&Employers&are&allowed&to&require&routine&medical&examination&for&fitness&as&a&condition&of&
recruitment&or&continued&employment.&Such&examination&shall,&however,&be&strictly&limited&to&assess&
general&fitness,&and&not&include&testing&for&any&disease&or&illness,&such&as&HIV/AIDS,&that&does&not&have&
an&immediate&effect&on&a&person's&fitness&and/or&is&not&contagious.&(P)!
!
Noncompliance! & & & &
!
Explanation:!!Based&on&the&observation&made&during&document&review&and&interviews&with&the&workers&
and&the&management,&it&was&noted&that&the&factory&arranged&medical&examinations&for&all&
workers&in&March&2010,&including&a&blood&test&for&Hepatitis&B&(HBsAg),&which&is&prohibited&
by&local&law.&&
Legal&Reference:&Article&19&of&Provisions&on&Employment&Services&and&Employment&
Management!!
Plan!Of!
Action:!!
1.&We&initially&requested&additional&information&and&clarification&from&Openview&and&
from&our&3rd&party&monitor&regarding&the&specific&regulations&governing&Hepatitis&B&
testing,&because&the&factory&reported&that&they&provided&this&testing&as&a&benefit&to&
workers&(it&was&not&mandatory),&and&the&auditors&also&confirmed&that&no&employment&
decisions&were&made&on&the&basis&of&the&exam&results.&&
2.&We&received&differing&interpretations&from&the&audit&firms&on&whether&the&factory's&
practice&constituted&nonTcompliance;&however,&because&the&practice&could&be&perceived&
as&discriminatory,&we&encouraged&the&factory&to&discontinue&the&tests&going&forward&and&
they&agreed.!!
!
!
!
!
&
&
16&
&
!
Deadline!
Date:!!
!
!Supplier!
CAP:!!
We&arranged&health&examinations&according&to&the&examination&items&provided&by&the&
hospital,&Hepatitis&B&is&on&the&examination&item&list.&We&will&cancel&this&item&in&the&future&
health&examinations.&We&didn't&dismiss&anyone&who&has&Hepatitis&A&or&Hepatitis&B.&The&
factory&has&not&discriminated&against&them.&Originally,&when&we&arranged&physical&
examinations,&which&include&a&blood&test&for&Hepatitis&B&(HBsAg),&we&didn't&know&this&was&
prohibited&by&local&law.&The&physical&examination&items&for&workers&next&year&will&not&
include&the&blood&test&for&Hepatitis&B.!!
Supplier!
CAP!Date:!!
!
Action!
Taken:!!
We&commissioned&a&full&followTup&verification&visit&on&April&12,&2011&by&the&Openview&
auditors&who&conducted&the&initial&FLA&visit.&According&to&their&report,&the&factory&no&
longer&tested&for&Hepatitis&B.&They&also&reported&that&the&factory&had&arranged&medical&
examinations&for&all&workers&on&February&26T28,&2011,&which&did&not&contain&testing&for&
Hepatitis&B.!!
Plan!
Complete:!!
Yes!!
Plan!
Complete!
Date:!!
01/01/2011!!
!
!
!
&
&
&
&
&
&
&
&
&
&
17&
&
Health!and!Safety:!Permits!and!Certificates!!
H&S.8&The&employer&shall&at&all&times&be&in&possession&of&all&legally&required&and&valid&permits&and&
certificates&related&to&health&and&safety&issues,&such&as&those&related&to&the&purchase&and&storage&of&
chemicals,&fire&safety&inspections,&inspection&of&machinery,&and&(chemical)&waste&disposal.&(P)&!
!
Noncompliance! & & & &
!
Explanation:!!The&document&review&and&management&interview&revealed&that&the&factory&did&not&
obtain&the&Building&Structure&Safety&Certificate&and&Fire&Safety&Inspection&Certificate&for&1&
3Tstorey&building,&where&the&sample&making&room&and&sales&offices&are&located.&&
Legal&Reference:&Article&61&of&the&China&Construction&Law&!
Plan!Of!
Action:!!
We&requested&that&the&factory&explain&why&they&did&not&have&the&proper&certificates,&and&
to&apply&for&them&as&soon&as&possible.!!
Deadline!
Date:!!
!
!Supplier!
CAP:!!
When&we&rented&the&factory&before,&the&factory&passed&the&fire&safety&inspection,&and&
after&that&time&the&landlord&himself&built&the&second&floor.&Now&we&have&applied&for&the&
fire&department&to&inspect&the&factory.!!
Supplier!
CAP!Date:!!
!
Action!
Taken:!!
1.&The&factory&reported&that&the&certificates&were&obtained&as&of&December&28,&2010.&&
2.&During&the&followTup&verification&visit&on&April&12,&2011&conducted&by&Openview,&the&
auditors&reported&that:&The&document&review&and&management&interview&confirmed&that&
the&factory&had&obtained&the&Fire&Safety&Inspection&Certificate&for&the&3Tstorey&building,&
where&the&sample&making&room&and&sales&offices&are&located,&but&no&Building&Structure&
Safety&Report&was&provided&for&auditor&to&review&during&the&audit.&The&management&
stated&the&owner&could&not&provide&the&certificate&for&them&and&they&would&move&to&the&
new&location&in&[City&name]&in&August&this&year.!!
!
!
!
!
&
&
18&
&
!
Plan!
Complete:!!
No!!
Plan!
Complete!
Date:!!
!
!
!
!
Health!and!Safety:!Evacuation!Requirements!and!Procedure!!
H&S.9&All&applicable&legally&required&or&recommended&elements&of&safe&evacuation&(such&as&posting&of&
evacuation&plans,&the&installation&and&maintenance&of&an&employee&alarm&and&emergency&lighting&
systems,&ensuring&aisles/exits&are&not&blocked&and&that&workers&are&not&blocked&within&their&
workstations,&employee&education,&evacuation&procedures,&etc.)&shall&be&complied&with.&Workers&shall&
be&trained&in&evacuation&procedures.&Alarm&systems&shall&be&regularly&tested&and&evacuation&drills&shall&
be&undertaken&at&least&annually.&(S)&!
!
Noncompliance! & & & &
!
Explanation:!!1.&During&the&factory&walkthrough,&it&was&observed&that&there&were&materials&and&
sundries&stored&under&the&stairwell&of&the&first&floor,&and&on&the&stairs&of&the&third&floor&up&
to&the&rooftop&in&the&production&building.&&
2.&Visual&inspection&revealed&that&both&of&the&exit&doors&at&the&canteen&opened&inwards.&&
Legal&Reference:&Article&7.4.1&and&7.4.12&of&Code&of&Fire&Safety&on&Building&Design&
(GB50016T2006)&!
Plan!Of!
Action:!!
1.&Aisles&and&evacuation&routes,&including&stairwells,&should&remain&clear&and&free&from&
obstruction&to&ensure&egress&at&all&time.&In&addition,&all&exit&doors&should&open&outwards,&
in&the&direction&of&evacuation,&as&per&local&law.&&
2.&We&request&that&the&factory&immediately&rectifies&the&nonTcompliance&findings&as&well&
as&improves&their&overall&safety&management&program&to&ensure&regular&training&of&
employees,&and&more&rigorous&internal&safety&inspections.!!
!
!
!
!
&
&
19&
&
!
Deadline!
Date:!!
!
!Supplier!
CAP:!!
1.&Originally,&there&were&materials&and&sundries&stored&under&the&stairwell&of&the&first&
floor,&and&on&the&stairs&of&the&third&floor&up&to&the&rooftop&in&the&production&building.,&this&
is&our&carelessness&and&we&made&the&improvements&immediately,&the&channel&has&been&
kept&free&and&no&materials&and&sundries&were&stored&there.&&
2.&Both&of&the&exit&doors&at&the&canteen&opened&inwards.&We&have&contacted&the&
repairman&to&talk&the&project&of&changing&the&restaurant&door&outward,&and&we&will&deal&
with&this&work&in&this&month.!!
Supplier!
CAP!Date:!!
!
Action!
Taken:!!
1.&During&the&onTsite&meeting&with&factory&management&held&on&January&21,&2011,&the&
importance&of&ongoing&safety&management&was&discussed&and&the&nonTcompliance&
findings&were&verified&as&corrected.&The&factory&has&also&agreed&to&improve&their&process&
of&monthly&safety&inspections.&&
2.&Similarly,&during&the&followTup&verification&visit&on&April&12,&2011&conducted&by&
Openview,&the&auditors&reported&that:&&
A.&OnTsite&observation&found&that&materials&and&sundries&under&the&stairwell&and&on&the&
stairs&were&cleared&up&properly.&&
B.&2&exit&doors&of&the&canteen&were&removed.!!
Plan!
Complete:!!
Yes!!
Plan!
Complete!
Date:!!
01/01/2011!!
!
!
!
&
&
&
&
&
&
20&
&
Health!and!Safety:!Machinery!Maintenance!and!Worker!Training!!
H&S.18&All&production&machinery,&equipment&and&tools&shall&be&regularly&maintained&and&properly&
guarded.&Workers&shall&receive&training&in&the&proper&use&and&safe&operation&of&machinery,&equipment&
and&tools&they&use.&Employers&shall&ensure&safety&instructions&are&either&displayed/posted&near&all&
machinery&or&are&readily&accessible&to&the&workers.&(S)&!
!
Noncompliance! & & & &
!
Explanation:!!1.&Visual&inspection&revealed&that&around&10%&of&the&sewing&machines&in&the&factory&were&
not&equipped&with&needle&guards,&and&all&highTspeed&sewing&machines&were&not&
equipped&with&protective&shields.&&
2.&Visual&inspection&revealed&that&there&was&no&safety&warning&on&the&2&metalTheadT
molds&with&high&temperatures&in&ironing&process.&&
Legal&References:&Article&6.1.6&of&Code&of&Design&of&Manufacturing&Equipment&Safety&and&
Hygiene&and&Article&28&of&Law&of&the&People's&Republic&of&China&on&Work&Safety!
Plan!Of!
Action:!!
1.&The&factory&was&requested&to&immediately&ensure&that&all&machines&are&equipped&with&
appropriate&guards&to&protect&workers&from&risk&of&injury.&&
2.&Safety&warnings&should&be&posted&in&the&blocking&department.&&
3.&The&factory&was&requested&to&strengthen&internal&safety&controls&to&ensure&that&the&
monthly&inspections&assess&machine&guarding&and&safety&warnings.!!
Deadline!
Date:!!
!
!Supplier!
CAP:!!
1.&We&didn't&use&the&10%&of&sewing&machines&in&the&workshop,&so&we&did&not&equip&them&
with&needle&guards.&The&sewing&machines&that&we&are&using&now&in&workshop&are&all&
equipped&with&needle&guards&and&all&highTspeed&sewing&machines&are&equipped&with&
protective&shields.&&
2.&Safety&warnings&are&pasted&beside&metalTheadTmolds.!!
!
!
!
!
!
&
&
21&
&
!
Supplier!
CAP!Date:!!
!
Action!
Taken:!!
1.&According&to&the&factory,&the&10%&of&sewing&machines&identified&were&not&in&use,&but&
they&agreed&to&install&needle&guards&on&all&of&these.&&
2.&They&have&also&equipped&the&highTspeed&sewing&machines&with&protective&shields&and&
applied&safety&warning&labels&on&the&2&blocking&heads.&Photo&evidence&of&completion&was&
obtained&on&January&13,&2011.&&
3.&The&factory&agreed&to&strengthen&their&monthly&inspection&process&going&forward&as&
well&as&ensure&regular&worker&training&is&conducted.&&
4.&During&the&full&followTup&visit&conducted&on&April&12,&2011&by&Openview,&the&auditors&
report:&Visual&inspection&found&all&sewing&machines&in&use&were&installed&with&needle&
guards.&HighTspeed&sewing&machines&in&use&were&equipped&with&protective&shields,&and&
safety&warning&labels&were&posted&at&work&site&in&ironing&process.&Workers&had&been&
trained&to&properly&use&protective&equipment&on&machines.&Training&records&were&
maintained&well.!!
Plan!
Complete:!!
Yes!!
Plan!
Complete!
Date:!!
01/13/2011!!
!
!
!
&
&
&
&
&
&
&
&
&
&
&
22&
&
Health!and!Safety:!Medical!Facilities!!
H&S.21&Medical&facilities&shall&be&established&and&maintained&in&factories&as&required&by&applicable&laws.&
Medical&staff&shall&be&fully&licensed&and&recognized&under&applicable&local&rules&and&regulations.&An&
appropriate&number&of&medical&staff&shall&be&on&duty&during&all&working&hours,&including&any&type&of&
overtime,&as&required&under&local&law.&An&appropriate&stock&of&medical&supplies&shall&be&maintained&at&
all&times.&Medicines&of&which&the&expiration&date&has&passed&must&be&replaced&immediately&and&
disposed&of&in&a&safe&manner.&(P)&!
!
Noncompliance! & & & &
!
Explanation:!!According&to&the&information&gathered&from&management&and&worker&interviews,&onTsite&
observation,&and&records&review,&it&was&noted&that&the&factory&did&not&arrange&
occupational&health&examination&for&the&62&workers&in&the&embroidering&workshop,&
where&the&noise&level&is&very&high.&&
Legal&Reference:&Article&32&of&China&Law&on&Prevention&and&Control&of&Occupational&
Diseases&and&the&Article&54&of&China&Labor&Law!!
Plan!Of!
Action:!!
1.&The&factory&was&asked&to&conduct&audiometric&testing&for&all&embroidery&workers.&&
2.&The&factory&was&asked&to&develop&a&Hearing&Conservation&program&that&includes&
regular&annual&testing&and&training.!!
Deadline!
Date:!!
!
!Supplier!
CAP:!!
Embroidery&department's&annual&auditory&examinations&have&been&arranged&on&or&before&
December&31&for&all&staff.!!
Supplier!
CAP!Date:!!
!
!
!
!
!
!
!
!
&
&
23&
&
!
Action!
Taken:!!
1.&Audiometric&testing&was&conducted&for&embroidery&workers&and&the&factory&agreed&to&
develop&a&hearing&conservation&program&with&assistance&from&our&company.&Factory&staff&
participated&in&our&Health&&&Safety&seminar&in&February&that&included&a&session&on&
Developing&an&Effective&Hearing&Conservation&Program.&&
2.&During&the&follow&up&visit&on&April&12,&2011&conducted&by&Openview,&the&auditors&
reported&that&the&factory&had&arranged&another&audiometric&testing&for&workers&in&
embroidery&department&on&February&26,&2011&based&on&review&of&medical&occupational&
health&examinations.!!
Plan!
Complete:!!
Yes!!
Plan!
Complete!
Date:!!
12/16/2010!!
!
!
!
&
&
&
&
&
&
&
&
&
&
&
&
&
&
&
&
24&
&
Hours!of!Work:!Time!Recording!System!!
HOW.6&Time&worked&by&all&workers,&regardless&of&compensation&system,&shall&be&fully&documented&by&
time&cards&or&other&accurate&and&reliable&recording&systems&such&as&electronic&swipe&cards.&Employers&
are&prohibited&from&maintaining&multiple&timeTkeeping&systems&and/or&false&records&for&any&fraudulent&
reason,&such&as&to&falsely&demonstrate&working&hours.&Time&records&maintained&shall&be&authentic&and&
accurate.&(P)!
!
Noncompliance! & & & &
!
Explanation:!!The&time&records&factory&provided&were&incomplete/&inaccurate&due&to&the&following&
findings:&&
1.&Visual&inspection&revealed&that&there&were&production&records&in&sewing&department&
on&several&rest&days&including&July&4,&2010,&September&19&and&26,&2010,&October&4,&10,&17,&
24&and&31,&2010.&However,&the&attendance&records&provided&by&the&factory&management&
revealed&no&work&on&any&of&those&dates.&&
2.&Time&records&review&revealed&that&the&working&hours&of&the&workers&in&embroidery&
department&and&of&the&security&guards&were&recorded&manually&by&checkmark,&and&no&
detailed&in/out&hours&were&recorded.&!
Plan!Of!
Action:!!
1.&Accurate&and&complete&records&must&be&maintained&at&all&times&and&provided&to&
internal&and&external&auditors&upon&request.&All&working&hours&should&be&fully&
documented&with&timeTin&and&timeTout&recorded&for&every&worker.&&
2.&The&factory&was&asked&to&provide&an&explanation&and&action&plan&to&address&this&
finding.!!
Deadline!
Date:!!
!
!Supplier!
CAP:!!
1.&There&are&some&suppliers&who&send&materials&to&our&factory&on&holidays,&so&the&
workers&who&live&in&the&factory&dormitory&will&come&to&receive&the&goods&and&make&the&
relevant&documents.&Going&forward,&we&will&ask&these&staff&to&submit&the&OT&application&
based&on&these&additional&hours.&&
2.&The&embroidery&department&has&made&the&changes&per&the&requirements&and&installed&
the&Time&Clock.&Electronic&time&recorder&now&records&hours.&&
&
&
 
&
&
25&
&
!
Supplier!
CAP!Date:!!
!
Action!
Taken:!!
1.&According&to&the&factory,&there&was&no&production&on&those&days,&but&there&were&staff&
who&receive&materials&and&record&the&receipts.&They&have&agreed&to&require&that&those&
staff&receiving&the&goods&record&their&working&hours&so&that&they&are&paid&for&the&time&
worked.&&
2.&The&embroidery&department,&which&is&operated&by&a&subcontractor,&has&now&installed&a&
time&clock&so&that&hours&can&be&recorded&electronically.&&
3.&According&to&the&follow&up&visit&report&from&the&April&12,&2011&verification&by&
Openview,&the&auditors&reported:&Visual&inspection&found&that&workers&in&embroidering&
department&punched&time&cards&to&record&working&time.&No&inconsistencies&were&
identified&between&time&records&and&production&records&during&the&audit.!!
Plan!
Complete:!!
Yes!!
Plan!
Complete!
Date:!!
01/13/2011!!
!
!
!
&
&
&
&
&
&
&
&
&
&
&
&
&
26&
&
Hours!of!Work:!Overtime/Calculation!Over!Period!Longer!Than!One!Week!!
HOW.10.&Employers&are&allowed&to&calculate&normal&hours&of&work&as&an&average&over&a&period&of&
longer&than&one&week&where&local&laws,&regulations&and&procedures&provide&for&such&a&possibility&but&
only&when&all&formal&and&procedural&requirements&attached&to&such&calculation&(for&instance,&obtaining&
official&permission&from&the&relevant&authorities&or&limits&to&the&period&during&which&such&calculations&
can&be&made)&are&met.&The&basis&for&such&calculation&shall,&however,&remain&at&all&times&the&lesser&of&48&
hours&per&week&or&legal&limits&on&hours&of&work&in&the&country&of&manufacture&or,&where&such&legal&
limits&do&not&exist,&the&regular&work&week&in&such&country.&(S)!
!
Noncompliance! & & & &
!
Explanation:!!The&factory&was&approved&with&Comprehensive&Working&Time&System&on&a&quarterly&basis&
from&the&local&labor&bureau.&Based&on&the&review&of&time&records&from&October&2009&to&
October&2010,&it&was&noted&that&the&overtime&hours&of&the&majority&of&workers&in&sewing&
and&packing&departments&exceeded&the&legal&limit&108&hours,&up&to&148&hours&from&
October&2009&to&December&2009.&&
Legal&Reference:&Article&65&of&the&Instruction&on&the&Implementation&of&the&China&Labor&
Law.!!
Plan!Of!
Action:!!
1.&The&4th&quarter&of&2009&was&the&only&quarter&in&which&the&factory&exceeded&the&
overtime&requirements&per&the&Comprehensive&Working&Time&approval,&but&even&then&
weekly&hours&were&within&60&hours&per&week.&&
2.&They&have&agreed&to&strive&toward&the&36&hours&of&OT/month&limit&as&per&local&law,&and&
at&a&minimum&limit&weekly&working&hours&to&60/week&and&daily&overtime&to&3&hours/day.!!
Deadline!
Date:!!
!
!Supplier!
CAP:!!
We&have&made&standard&management&of&the&overtime&hours&of&employees;&all&workshop&
supervisors&and&employees&are&prohibited&from&working&overtime.&The&factory&will&be&in&
strict&accordance&with&the&national&labor&law,&which&can&be&shown&on&the&payroll&records&
of&November.!!
Supplier!
CAP!Date:!!
!
!
!
!
!
&
&
27&
&
!
Action!
Taken:!!
According&to&the&followTup&visit&conducted&on&April&12,&2011&by&Openview,&auditors&
report:&Time&records&review&from&October&2010&to&March&2011&noted&quarterly&overtime&
of&80%&of&workers&exceeded&the&legal&limit&of&108&hours&from&October&to&December&2010,&
ranging&from&140&to&150&hours&in&sewing&department,&and&up&to&188&hours&in&
embroidering&department.&Quarterly&overtime&of&about&50%&of&workers&exceeded&the&
legal&limit&108&hours&from&January&to&March&2011,&up&to&139&hours&in&sewing&department.&
However,&there&was&no&finding&that&weekly&working&hours&exceeded&60&hours&per&week.!!
Plan!
Complete:!!
No!!
Plan!
Complete!
Date:!!
!
!
!
!
Hours!of!Work:!Annual!Leave!!
HOW.14&Employers&shall&provide&workers&with&paid&annual&leave&as&required&under&local&laws,&
regulations&and&procedures.&(S)!
!
Noncompliance! & & & &
!
Explanation:!!Based&on&the&review&of&time&records&of&February&2010&and&interviews&with&the&workers&
and&management,&it&was&noted&that&the&factory&just&provided&4&days&of&paid&annual&leave&
for&those&workers&who&were&entitled&to&5Tday&paid&annual&leave&according&to&the&local&
law.&&
Legal&Reference:&Article&3&of&Regulations&on&Paid&Annual&Leave&for&Employees&&
&
&
&
&
&
&
&
&
&
28&
&
!
Plan!Of!
Action:!!
1.&In&discussing&the&legal&requirements&for&Annual&Leave&and&Sick&leave&with&factory&
management,&it&became&evident&that&factory&management&was&not&familiar&with&the&2008&
Regulation&on&Public&Holidays&for&National&Annual&Festivals&and&Memorial&Days&and&the&
Regulation&of&Paid&Annual&Leave&for&Employees.&We&provided&the&factory&with&the&legal&
reference&and&asked&them&to&ensure&that&their&leave&policies&comply&and&are&consistent&
with&the&applicable&legal&regulations.&&
2.&We&also&showed&them&examples&of&sample&policies&and&requested&that&they&conduct&
training&for&their&workers&on&the&holiday&and&annual&leave&entitlements&provided&for&
under&law.!!
Deadline!
Date:!!
!
!Supplier!
CAP:!!
1.&Our&factory&has&been&established&for&only&5&years&here;&the&working&years&for&all&
workers&are&all&within&10&years,&according&to&the&China&Labor&Law,&there&should&be&5&days&
of&annual&leave.&&
2.&In&January&2011&we&provided&1&day&of&leave&to&the&all&employees&to&whom&a&leave&day&
was&owed.!!
Supplier!
CAP!Date:!!
!
!
!
!
!
!
!
!
!
!
!
!
!
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&
29&
&
!
Action!
Taken:!!
1.&We&discussed&the&legal&requirement&to&provide&5&days&paid&Annual&Leave&to&all&
employees&that&have&worked&at&the&company&at&least&1&year.&&
2.&The&factory&was&requested&to&provide&a&spreadsheet&that&includes&employees'&names,&
ID&numbers,&dates&of&hire,&basic&monthly&wages,&and&the&amount&each&employee&is&owed&
for&the&1&day&paid&leave&not&provided&in&2010.&The&factory&also&provided&evidence&that&the&
amounts&were&paid&with&a&signToff&sheet&with&employees’&signatures&and&the&date&the&
amount&was&received&by&the&employee.&&
3.&An&onTsite&meeting&with&factory&management&was&held&on&January&21,&2011&to&ensure&
that&our&recommendations&had&been&implemented&and&that&they&have&now&back&paid&the&
affected&workers&the&1Tday&annual&leave&entitlement&for&2010.&In&addition,&the&factory&
updated&their&Employee&Handbook&with&the&revised&Annual&Leave&and&Sick&Leave&policies,&
posted&them&in&the&workshop,&and&held&a&meeting&with&workers&to&explain&these&policies.&&
4.&A&full&followTup&verification&visit&was&conducted&April&12,&2011&by&the&Openview&
auditors&who&conducted&the&initial&FLA&visit.&According&to&their&report,&the&factory&had&
updated&their&Employee&Handbook&with&the&revised&Annual&Leave&and&Sick&Leave&policies,&
and&they&had&communicated&with&workers&about&that.&In&addition,&according&to&a&review&
of&payroll&records&and&leave&records,&it&was&confirmed&that&the&factory&had&provided&
adequate&paid&annual&leave&for&workers&who&should&be&entitled&to&in&2010.!!
Plan!
Complete:!!
Yes!!
Plan!
Complete!
Date:!!
01/12/2011!!
!
!
!
!
&
&
